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Profit Sharing in the Office: An Individual 
Bonus Plan* 


By R. E. MacNegar, Manager, Standardization Division 
The Curtis Publishing Company 


bes past few years may have led many of us to feel that the dictionary 

should define profit as “a quaint old term, now practically obsolete.” 
Actually, the definition is “excess of returns over expenditure in a given 
transaction.” The transaction under discussion in this article is that in which 
the office worker invests time, effort and skill while the employer invests 
equipment, wages and supervision. The profit to be shared is the increase 
in returns and decrease in expenditure which is brought about by the,ia- 
stallation of an incentive plan. 

The plan to be described covers the activities of about seven hundred office 
workers, but with a few minor changes could be applied to almost any 
office, regardless of size. These changes should be in method only, as the 
success of the plan is almost entirely dependent upon the fundamental prin- 
ciples involved. The most important of these fundamentals deserve ‘special 
emphasis. First, more than just an offer to pay bonus is required to create 
both an incentive plan and a profit. Second, so long as the conditions im- 
volved in a task remain unchanged, it is a breach of faith and an expensive 
mistake to increase the amount of work required for a given salary. Third, 
provision must be made for the capable worker who lacks the essentials for 
promotion as well as for the outstanding clerk who represents potential 
supervisory material. Fourth, constant care must be taken to prevent the 
subordination of a result to a system. 

A typical installation of this incentive plan is in a miscellaneous clerical 
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group of 25 or 30 people. The first phase of this group study is the accumu- 
lation of production statistics before any changes are made or time studies 
taken. These statistics serve a two-fold purpose. They guard against so- 
called improvements which cost more to install than the resultant saving 
and they furnish the employer with a yardstick to measure the value of the 
incentive plan. The production obtained during actual time study is seldom 
suited to this purpose, By the time stop-watch studies are finally in order, 
the operation may have been completely redesigned. Then, too, the output of 
the person studied may be lower than normal because of nervousness, re- 
sentment or cupidity or it may be higher than normal because of fear or a 
desire to give an outstanding performance compared with other clerks. 

The. second phase of the group study is the analysis of methods used 
and should cover both the source from which the work is drawn and the 
purpose for which the finished product is intended. In miscellaneous clerical 
work, the “one best method” theory is often more or less of a mirage. Many 
times there are several methods of apparently equal merit insofar as actual 
time consumption is concerned. The advantages of standardizing on one 
method are indirect in this case, such as ease of instruction of new clerks, 
verification of results and uniformity of production records. 

An example of the method changes resulting from this analysis may 
prove interesting. In one group certain man-record cards were forming 
a bottle-neck. Daily recorders, payroll clerks and statistical clerks all needed 
these cards at the same time, which resulted in endless confusion. The solu- 
tion to this problem was both simple and economical. Three things had to 
be accomplished. Daily reports had to be entered immediately in order to 
begin service to our subscribers. Payrolls, of course, must never be late. 
Statistics, used to bulletinize the field staff, must be up to date to be of value. 
Two sets of cards, to be used alternately, were established. The first, third, 
fifth, and so on, weeks were recorded on the one set and the second, fourth, 
sixth, and so on, weeks were recorded on the other set. This gave the payroll 
and statistical clerks a full week, uninterrupted, to work on the cards before 
they were needed again by the recorders. Since only alternate weeks were 
entered on each card, the outlay for cards was not increased, the payroll and 
statistical data were ready about two days sooner each week and the number 
of clerks required was cut nearly in half. 

Once standard methods have been chosen, time studies are begun to 
fix a unit of measurement and a top speed for each operation. In standard- 
izing factory work, the unit of production is usually quite obvious since a 
machine worker repeats a fixed cycle of motions again and again with little 
or no variation. The very nature of office work prevents the use of such a 
single unit of production in a great many cases, in spite of its desirability. 
An example of this difficulty is the posting of daily orders on a man-record 
card. From time to time new cards have to be made out and the number 





PROFIT SHARING IN THE OFFICE 293 


of new cards required seems to bear no fixed relationship to the number of 
orders received. The time required for preparing each new card is about twice 
that needed to enter an order. Therefore the basic unit of measurement on 
this operation would be one order entered, with an additional credit of two for 
each new card. Filing these cards is a different proposition. This is a 
straight repetitive function and the unit of measurement is simply one card 
filed. 

The determination of top speeds on non-mechanized clerical work always 
involves a certain element of guesswork. The time study, experience on 
similar work, attitude of the clerk studied and past production records are 
all invaluable in choosing this maximum figure, but to ignore the element 
of guesswork is to invite embarrassment sooner or later. On mechanized 
clerical work where the machine is the limiting factor, rather than the operator, 
this maximum figure can be accurately predetermined. In setting these top 
speeds, a reasonable allowance must be made for fatigue, minor variations 
in the condition of the work received and fluctuations in the quantity to be 
handled. Fatigue allowance should vary in accordance with, the nature of the 
work. Work which changes frequently is much less tiring than the monot- 
onous task which must be repeated again and again all day long. Breakneck 
speeds must be studiously avoided as they work a physical hardship on the 
clerk, increase the percentage of errors and destroy the morale of the group. 

Due to the large number of clerks involved, the work has been divided 
into about ten different classifications. Each classification has assigned to 
it a minimum starting wage and a maximum salary. The top speed chosen 
for each operation becomes the standard requirement for the maximum salary 
assigned to that particular classification. The requirement for the maximum 
salary is merely prorated to determine the standard requirement for lower 
salaries. 

When the standard on any operation is installed, a detailed instruction 
sheet is given to each clerk who is to work upon it. The instructions describe 
carefully each step of the operation, the production counts for each phase of 
the work and the hourly requirements for each salary within the classification. 
Since the unit of production refers strictly to the operation itself, such as one 
piece of mail read, one envelope addressed or other similar measurements, 
some common denominator is needed to permit totaling the week’s production 
when the clerk has worked on several different operations. This common 
denominator is known as the point requirement and is set so that the number 
of points required per dollar of salary is the same throughout the entire 
clerical staff. A decimal known as a “point allowance” is assigned to each 
operation. To find the production in points, the production in units is mul- 
tiplied by this point allowance. 

The point production requirement is an arbitrary figure since it has no 
effect on the unit production requirement. In this plan it was set at a figure 
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which greatly simplifies the computation of bonus, which is paid at the rate 
of one dollar per thousand points produced in excess of standard requirements, 
To illustrate this principle, let us suppose that a clerk works twenty hours in 
a week on standardized operations and that the standard requirement for 
this clerk’s salary is five hundred points per hour, making a total requirement 
for that week of twenty times five hundred or ten thousand points. If the 
work actually produced during these twenty hours amounted to fifteen 
thousand points, that would represent five thousand points above the standard 
requirement and since the bonus rate is one dollar per thousand, would 
entitle the clerk to five dollars bonus. 

One of the duties of the immediate supervisor is to see that each clerk 
follows exactly the standard instruction sheets and that the quality of the 
work is maintained at a satisfactory level. These supervisors also report 
immediately any permanent deviation from the standard instructions which 
is made necessary by causes beyond their control. The changed work is 
then restudied as soon as possible, new instruction sheets are issued and new 
standard requirements set to cover the revision. 

Standard requirements as previously defined were intended to apply to 
an experienced clerk on routine operations. These standards should not be 
applied to an untrained clerk whether recently hired or transferred from other 
operations. To provide flexibility to cover such conditions, probationary re- 
quirements have been established. These start as low as 50 per cent of the 
normal standard for a given salary and, depending on the intricacy of the 
work, move upward in four steps of 124 per cent each at intervals varying 
from one to three weeks each. This probationary period is preceded by a 
short training period, generally about one week, in which no definite amount 
of work is required. The same procedure is followed in the case of a hundred 
or more clerks who work only during the three- or four-month rush season 
of the year. These temporary clerks have been previously trained and con- 
sist principally of persons who have left to be married or of clerks for whom 
full-time work is not available. The probationary period in this case pro- 
vides an opportunity to earn bonus while working up to full speed, since little 
or no training is required. 

The point production requirement is the same per dollar of salary through- 
out the entire clerical staff. This means that the standard requirement pert 
hour for a fifteen-dollar clerk is exactly one-half that of a thirty-dollar clerk 
on the same type of work. When more than the standard amount of work is 
produced, bonus is paid for the excess at 80 per cent of the salary rate. For 
instance, suppose a fifteen-dollar clerk works a full week on standardized oper- 
ations and produces the equivalent of the twenty-dollar standard. Here is five 
dollars “profit” to be shared, of which the clerk will receive 80 per cent, or 
four dollars, as bonus. Part of the company’s share of 20 per cent is offset by 
clerks who temporarily fail to make standard and by the opportunity which 
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is given to earn bonus during the probationary periods. The wisdom of the 
probationary setup is indicated by the fact that clerks being trained reach stand- 
ard in about half the time previously required. The principal saving to the 
company is derived from the difference between the pre-standardization pro- 
duction level and the production level required at standard. 

When the amount of bonus earned is considerably higher than the esti- 
mated possibility, due to the standard requirement having been set too low, 
no adjustment is made so long as the nature of the work remains unchanged. 
However, if a standard is obviously too difficult, it is immediately reduced. 
Fortunately, errors of this type are rare and the confidence of the employee 
is well worth the small cost of this policy. 

There are two types of error penalty on almost every operation. First, 
there is a cash penalty, the amount of which is determined by the possibilities 
for, and the consequences of, an error. This cash penalty is deducted from 
bonus only, and is refunded if the clerk has an errorless week immediately 
following that in which the error is reported. For two errors in a given 
week two consecutive errorless weeks are required for refund. The second 
type of error penalty is a deduction equivalent to one-quarter hour standard 
production and affects only the eligibility of the clerk for an automatic salary 
increase. This production penalty is not refunded. On a comparatively few 
operations a small bonus is. paid to the clerk who discovers and reports an 
error. This practice is limited to errors which are difficult to charge against 
any one person as clerks will report errors much more readily when the only 
motive is obviously company loyalty. 

Payments of substantial amounts of bonus each week furnish the immedi- 
ate incentive. To provide additional long-term incentive the opportunity of 
qualifying for automatic salary increases is included in the plan. The in- 
creases are in steps of one dollar per week each from the starting salary to the 
maximum salary. To qualify for a higher salary a clerk must average for 
17 consecutive weeks a production 10 per cent in excess of the standard 
requirement for that higher salary. During these 17 weeks at least so per 
cent of the total time must have been spent on standardized operations. When a 
clerk reaches the maximum salary for one classification of work, bonus may 
still be paid but eligibility for further automatic salary increases comes only 
with a transfer to a higher paid classification. 

The benefits to the employee under this incentive plan are not merely 
financial. A definite measurement of the quantity of work produced permits 
self-measurement by the employee and reduces to a large extent any tendency 
toward favoritism by the supervision. Promotion is not based on an occasional 
outstanding piece of work, but is the reward of consistent and accurate pro- 
duction over a long period of time. Detailed written instructions are con- 
ducive to greater mental ease since they provide a ready reference, without 
bothering the supervisor, to brush up on work infrequently done as well as 
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predetermining a fair quantity of work to be expected from a clerk in a specified 
number of hours. Clerks who learn new work quickly or are especially high 
producers, reap an immediate benefit from the weekly bonus payments as 
well as securing the faster promotion which their exceptional ability deserves. 
When it is necessary to reduce the force due to seasonal slack periods, the 
best clerks know that they will be the last to be laid off and the first to be 
rehired. 

Benefits to the employer come from the elimination of unnecessary work, 
accurate measurement of labor requirements, excellent office morale, induced 
rather than forced cooperation between the supervisor and the workers, uni- 
formity and simplicity of records, reduction in errors with a subsequent re- 
duction in outside complaints, almost complete elimination of the problem 
of individual promotion and the very satisfactory condition of high average 
wages producing low unit costs. 

When it is as great and genuine a pleasure for the employer to increase 
a salary as it is for the employee who receives it, the incentive plan may safely 
be said to have passed the acid test. 


Profit Sharing in the Office: A Group Incentive 
Plan 


By L. H. Lunon, Auditor 
Westinghouse Electric International Company 


DISLIKE to criticize Mr. MacNeal’s paper because he tells me that their 
plan has been in effect for 15 years, and any plan that has been in effect 
that long must be practical and must work. 

Comparing it with the principles of our plan, we differ fundamentally 
only in one point. They set their standards on the highest maximum output 
and endeavor to work the employee up to that maximum. The employee 
starts with a low incentive standard and a low salary. He reaches that basis 
and earns a bonus. They give him an increase in salary and step the standard 
higher and higher until he reaches the maximum for both salary and incentive 
standards. 

We believe in establishing what we consider a fair average output for 
the average employee. We set an average standard and try to make it apply 
as far as possible throughout the company. I believe one of the reasons we 
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differ is that, as Mr. MacNeal has informed you, their approximately 700 
employees are on an individual clerical basis ; that is, each person has a definite 
routine operation, and it is not affected by any other. Possibly that is the 
reason why his maximum standards work so satisfactorily. In most of our 
clerical operations, one clerk’s work dovetails another, and it is impossible 
to establish individual standards. The only place where it would be possible 
would be in our stenographic divisions where the work of each stenographer 
or dictaphone operator may be measured separately. But even there we do 
not feel that it is fair or justifiable to have varying standards because we cannot 
see why a dictaphone operator in New York should have a higher standard 
than one living in Mansfield because, due to living conditions, the starting 
rate is higher. We feel that the physical output of the average person is 
the same no matter where he is located. 

The biggest difference between our plan and Mr. MacNeal’s is prob- 
ably that we have group incentive. Our procedure is first to make a com- 
plete analysis of the routine of the department. In such an analysis there 
always develop certain recommendations for change in routine. After these 
changes have been made we make a time study of each individual operation 
of the unit. Then we tie all of these operations to what we call a volume 
unit. For example, in the invoice division there might be four different 
people handling the routing of an invoice. We make time studies of each 
operation, and sum them all up, and get a time allowance for each invoice 
or volume unit. 

After standards have been established we determine what the average 
hourly rate of pay of the group is and pay from 50 to 75 per cent of any 
saving that might be calculated, based on this hourly average. At the end 
of the month we determine from the volume units what we call the total in- 
centive time. For example, in our stenographic plan, for typing from short- 
hand notes, printing copy, long-hand copy, dictaphone, cutting stencils, we 
allow .oo11 hours per meter count. For typed tabulations or fill-in, we 
allow .0016 hours per count. Based on these standards, times the meter 
counts, we obtain the incentive hours. In the case of an individual it may 
be, let’s say, 160 hours a month. From that we deduct the actual working 
time, which might be 140 hours, which means that there has been a time sav- 
ing of 20 hours. This time saving, times the hourly rate, gives the total 
dollar saving, of which 50 per cent or 75 per cent is paid the employee. 

In the group we do the same calculations. From the volume units we 
compute the total allowed hours for the group as a whole. From these are 
deducted the actual working hours of the group as a whole and on the re- 
mainder, which represents the saving in time, we determine the bonus. This 
bonus is distributed over the group on what we call a point rate basis. We 
have a point rating for each individual in the group and if there is, say, a total 
of 200 points in the group and the bonus for that group is $200 each point 





298 THE MANAGEMENT REVIEW 


has a value of one dollar, and each person would receive his portion depend- 
ing on the number of points he had. If one had ten points he would get $10. 

We have found these group incentive plans, although only two years old, 
very advantageous and instructive. They have given the management a tool, 
previously lacking, in administering the affairs of a group. We have time 
sheets on which each employee puts down not only his incentive time but 
his non-incentive time and also his waiting time. In one instance in a divi- 
sion which had been working overtime on an average of four nights per week 
per person we not only eliminated this entire overtime but also created suffi- 
cient waiting time so that that division was relieved of one person, who was 
transferred to another department. Later additional waiting time developed 
and we transferred other work to this division. This was only accomplished 
by means of the time sheets which were studied not only by the division 
head but by the employees themselves to determine where time was being 
inefficiently spent and how it could be corrected. 





Current Comment 


WHO PAYS THE TAXES? 


ln recent years the field for blue 
sky operations has been transferred from finance to other 
areas of human activity. 

Formerly, suckers bought gold bricks because they wanted 
to get something for nothing. 

Nowadays, because of the same human impulses, they join 
"share-our-wealth" societies, subscribe to “Epic” programmes, 
and hit the trail in unions for social justice. The adult public 
still believes in Santa Claus—and it is high time for a fact- 
finding student of the incidence of taxation to come along 
and demonstrate that every self-supporting citizen himself 
wears the whiskers of Santa Claus. 

In the nature of things, taxes become a charge on the na- 
tional income. The Brookings Institution, in their book Amer- 
ica’s Capacity to Consume found that on the average 85 per 
cent of the national income was paid to persons in gainful 
eee at 15 per cent being available for interest and 
dividends. 


And recipients of interest and dividends through the finan- 
cial institutions, the life insurance companies and savings banks, 
and ——— through millions of small stockholders re nt 
not a handful of ultra wealthy persons, but tens of millions of 
thrifty individuals. 

With the Federal, state and local rnments spending in 
total up to one-third of the national income, it is 
obvious who must foot the bills. 

Irrespective of the type of taxes, the burden necessarily falls 
on the self supporting—on the wealth-creating citizens. 

When campaigning in 1932, Franklin D. Roosevelt, in his 
address at Pittsburgh on October 9th, said: “Quite apart 
from every man's own tax assessment, that burden is a brake 
on any return to normal business activity. 

"Taxes are paid in the sweat of every man who labors be- 
cause they are a burden on production and can be paid only 
by production. If excessive, they are reflected in idle fac- 
tories, tax-sold farms and hence, in hordes of the hungry stamp- 
ing the streets and seeking jobs in vain. 





"Our workers may never see a tax bill, but they pay in de- 
ductions from wages, in increased cost of what they buy, or 
(as now) in broad cessation of employment." 

In President Roosevelt's latest pronouncement on the sub- 
ject of taxes, he said: "The broadening of our tax base in the 
past few years has been very real. What is known as con- 
sumers’ taxes, namely, the invisible taxes paid by people in 
every walk of life, fall relatively much more Se gs n the 
poor man than on the rich man. 

"In 1929, consumers’ taxes represented only 30 per cent of 
the national revenue. Today they are 60 per cent, and even 
with the passage of the recent Tax Bill, the proportion of these 
consumers’ taxes will drop only 5 per cent." 

When direct taxes are placed on wealthy corporations, the 
process of distribution of the burden is camouflaged. 

The burden on the little man is clearer when he himself pays 
sales taxes. 

This indication of how the average self-supporting person 
contributes to the running of the government is found in auto- 
mobile, liquor and cigarette taxes. For example, automobile 
owners in 1934 contributed to the support of all types of gov- 
ernment in the United States $1,200,107,729. Total taxes 
all other sources—federal, state and local—were approxi- 
mately $9,500,000,000. 

In other words motorists paid one out of every eight dollars 
in 1934—and it should not be hard to prove that all who own 
the 21,524,068 cars registered in the United States are not rich 
men. 

The motorist pays on the average about $63 taxes on a light 
car during the first year of its use. 

In connection with the corporation tax, the company of 
necessity must plan its gross income to take care of the taxes. 
Thus, taxes tend to become an element of cost—much as labor, 
ng interest — rent. 

ikewise, in general property taxes, the landlord the 
realty taxes, but he B= sm himself for them in aswel 
assessed on his tenants. 

If there were general sngeeeiins of these simple facts, the 
ordinary voter would be apathetic toward the extrava- 
gance of politicians. 

As long as the office holder creates the illusion that the cost 
of political whoopee falls exclusively on the rich, then the little 
fellow is likely to feel that perhaps he can get something for 


nothing. 
MERRYLE STANLEY RUKEYSER 
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Profit and Loss 


The president of the Detroit Steel Cast- 
ings Company writes that “security” in 
practice is but “the entering wedge of the 
Socialistic State.” He declares that if man 
accepts the doctrine that the State will feed 
him and take care of him, man not only 
loses his incentive to take care of himself, 
but must also inevitably accept the doctrine 
that the State will control his every action. 

He writes, further, that if through Gov- 
ernment regulation we take away the profit 
motive, whether it be through restrictive 
laws or through excessive taxation, we have 
removed the driving force which actuates 
the able, industrious, and ambitious part of 
society, and if with the money so taken we 
establish thé principle that “The world owes 
each man a living,” through the establish- 
ment of doles, unemployment insurance, and 
old-age pensions, we have taken away the 
motive power driving the balance of so- 
ciety. By S. Wells Utley. The Cleve- 
lander, July, 1935, p. 5:2. 


Just Price in a Functional Economy 


The current recrudescence of corporate 
economy bestows importance on historical 
analogies hitherto neglected. Medieval 
economy combined a corporate and func- 
tional concept of economic society with 
political ideals close kin to American con- 
stitutional principles. But at present, what 
the author contends are very incorrect no- 
tions of just price, widely accepted, pre- 
clude an objective examination of medieval 
economic theory by American economists. 
Just price is here examined in its historical 


sources, the Roman law and the writings 
of Augustine; development is then traced 
by quotation from the leading medieval 
thinkers. Just price, according to the 
writer, thus appears as an integral part of 
a consistent social philosophy and, properly 
applied, as a workable general principle. 
By Bernard W. Dempsey, American Eco- 
nomic Review, September, 1935, p. 471 :16. 


We Move Toward Great Decisions 


The recent judicial decisions of the Su- 
preme Court, declares this writer, compel 
the country to make three political de- 
cisions: 1. Is our political procedure to 
rest upon a basis of democracy or dicta- 
torship? 2. Is our economic order to be 
based upon private enterprise or political 
management? 3. Is our government to be 
organized upon a basis of broadly balanced 
powers or highly centralized power? 

“If we can now move with reasonable 
rapidity towards a soundly based and wide- 
ly distributed economic well-being, essen- 
tial democracy is not likely to be seriously 
challenged or successfully supplanted in this 
generation,” the author says. By Glenn 
Frank. Commerce, September, 1935, p. 
29 :5. 


The Reciprocal Trade Agreements Act 
of 1934, 


The Trade Agreements Act of 1934, like 
reciprocity measures in general, represents 
a form of tariff discontent. Recent com- 
mercial policies have been highly restrictive, 
being a phase of the intense economic and 
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political nationalism which developed dur- 
img and after the World War. The Act 
authorizes the President within certain 
limits to enter into reciprocal agreements 
with foreign powers making mutual trade 
concessions for the purpose of expanding 
foreign markets for American products. In 
carrying out this purpose the Department 
of State has insisted upon the application of 
the principle of the most favored nation 
treatment in unconditioned form. Up to 
May, 1935, trade agreements had been com- 
pleted with Cuba, Brazil, Belgium and 
Haiti, and negotiations are in progress with 
several other countries. The concessions 
in the treaties already concluded are sub- 
stantial and cover a large part of the com- 
merce between the negotiating parties. The 
realization of the purpose embodied in the 
Act, it is indicated, will depend in large 
part upon the number and commercial 


status of the countries with which agree- 
ments are being made. One difficulty in 
bringing negotiations to a successful close is 
the opposition of numerous small and high 
cost industries. By Abraham Berglund. 
American Economic Review, September, 
1935, p. 411:15. 


What Congress Has Done 

“I am proud of the record made by the 
Congress, proud of the part it has played 
in the accomplishment that has brought us 
so far toward contentment. It is my belief 
that when history writes its review of the 
legislation of this Congress it will be made 
clear that the laws enacted at this session 
were for the greatest good to the greatest 
number.” By Joseph T. Robinson, United 
States Senator from Arkansas. Vital 
Speeches of the Day, September 9, 1935, 
p. 784:4. 


FINANCIAL MANAGEMENT 


The Rate of Interest as Cost Factor and 
as Capitalization Factor 
The effects of changes in the rate of in- 
terest upon prices and production are often 
thought of as being the result of changed 
costs of production. This article examines 
the relative significance of interest as cost 
element. The author contends, first, that 
interest on old investments. on fixed capital, 
a chief item of overhead cost, is without 
influence upon prices; second, that interest 
on. working capital is entirely negligible in 
its influence upon prices as compared with 
east of labor or material; third, that a re« 
duction of the interest rate will hardly 
stimulate investment in working capital un- 
less it be incidental to increased invest- 
ment in fixed capital; fourth, that for such 
fixed investment, interest as cost factor 
serves as a measure for the expediency of 
alternative production methods. But, ac- 
cording to the writer, much more import- 
ant than all these analyses of production 
cost is the effect of the rate of interest upon 
prices of investment goods by way of cap- 


italization of future yields. If, however, no 
future profits are to be expected a reduc- 
tion of the interest rate, even as a factoi 
of capitalization, remains without any ef- 
fect on prices and production. By Carl F. 
Wehrwein. American Economic Review, 
September, 1935, p. 459 :12. 


Economics of Banking Reform 
The first need of banking reform is some 
definitions of the banking functions, and 
some clear delineations of the spheres in 
which banks may operate. The author of 
this article defines the bank as a clear con- 
cept, as “an institution whose only object is 
to extend and to receive short and/or in- 
termediate credit.” He points out that the 
functions of banks are vaguely demarcated, 
and that it is often difficult to distinguish 
between a bank and a non-bank; many big 
enterprises are banks in themselves. On 
the other hand in some countries banks 
have gone extensively into the field of in- 
dustrial management. The author repeats 
Dr. Goldschmidt’s statement that “a banker 
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must never forget that he cannot and must 
not be an industrialist,” which is contained 
in the Macmillan Committee report. 

Only commercial banks should be allowed 
to create deposits; the use of their deposits 
should be confined to commercial credit— 
that is the author’s first thesis. His sec- 
ond is: time deposits should be used to 
finance intermediate credit requirements. 
By Michael A. Heilperin. Political Science 
Quarterly, September, 1935, p. 359 :18. 


The Scope of Uniformity in State Tax 
Systems 

The object of this report is to examine 
the grounds for diversity and the scope for 
uniformity in state tax systems. The re- 
port begins by examining the advantages 
which uniformity offers and the movement 
to promote uniformity. The remarkable 
diversity in state tax systems is then out- 
lined. There follows an account of the 
National Tax Association’s Model Plan 
for state and local taxation. The taxes 
recommended in the Model Plan are then 
separately examined to test their applica- 
bility in the various states. 

The report points out that it is a plausi- 
ble assumption that in a country so vast 
and so varied as the United States the taxes 
proposed in the Model Pian will not be 
applicable in every state. But the inquiry 
in Chapters V, VI, and VII indicates that 
every state could advantageously adopt the 
Model Plan. By Richard A. Girard, Spe- 
cial Report of the New York State Tax 
Commission, 1935. 229 pages. 


Federal Finances in the Fiscal Year 1935 


The year ended June 30, 1935, was the 
fifth successive fiscal year in which the op- 
erations of the Federal Government re- 
sulted in a substantial deficit. Both receipts 
and expenditures were larger than for the 
preceding year, while the deficit was 
smaller. The decrease in the deficit can- 
not be construed as a favorable develop- 
ment, because in 1935 emergency expendi- 
tures which will not be recovered by the 
Government represented a larger propor- 
tion of total emergency expenditures than 
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in 1934. Perhaps the only favorable de- 
velopment of the year was an increase of 
$685 million in general and special fund 
receipts. 

General and emergency expenditures 
combined amounted to $7,376 million for 
the fiscal year 1935, as compared with 
$7,105 million in 1934. Of the 1935 total, 
$3,721 million was classed as general ex- 
penditures and $3,655 million as etmergency 
expenditures. The corresponding figures 
for 1934 are $3,101 million and $4,004 
million. National Industrial Conference 
Board, August 23, 1935. 20 pages. 


Monetary Policies 


The author advocates a return to sound 
monetary principles and discusses the fal- 
lacies that attend some of the present 
monetary measures. As opposed to reduc- 
tion of the gold content of the dollar, silver 
as a part of our money, and inflation, he 
advocates a stabilized dollar and a mone- 
tary system based on a single commodity— 
gold. By Fred I. Kent. Number 10 of 
The Day and Hour Series, The Univer- 
sity of Minnesota, 1935. 26 pages. 


When the Women Wake Up! 


A recent survey made by the organiza- 
tion, Women Investors in America, Inc., 
reveals that women are the beneficiafies 
of 80 per cent of the 65,000,000 life insur- 
ance policies now outstanding, aggregating 
more than 100 billion dollars. This dis- 
closure is made by the national director 
of the organization, who writes this ar- 
ticle. She points out that the cash turn-in 
value of these policies is $25,000,000,000. 

Women own three-quarters of Arierica’s 
wealth, and hold one-quarter of its jobs, 
the author points out. Sixty-five per cent 
of savings accounts—in the amount of $14,- 
242,800,000— are in women’s names. They 
hold 48 per cent of the stock of all railroad 
corporations, in the aggregate of $4,800,- 
000,000. Other statistics are cited tending 
to show that women investors afe Many 
and that their combined stake is vast. 

When, asks the author, are the women 
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going to realize their power? When are 
they going to reach a state of awareness 
in which they will appreciate the falsity of 
clap-trap political schemes and doctrines? 
By Catherine Curtis. Nation’s Business, 
September, 1935, p. 30:5. 


We Have Humanized Our Figures 

The Chairman of the Board of the Gen- 
eral Foods Company believes in “humaniz- 
ing” figures to protect workers and stock- 
holders from the assaults of radicals and 
demagogues. “It is a part of the obliga- 
tion of business and industrial manage- 


Insurance* 


Massachusetts System of Savings-Bank 
Life Insurance 
Life insurance, designed primarily for 
wage earners and others of low income, has 
been in effect in Massachusetts for almost 
30 years, under a system by which the mu- 
tual savings banks of the state are empow- 
ered to establish insurance departments, 
under public supervision. The history, op- 
_ erating practices, and accomplishments of 
this system are described in a report based 
upon a comprehensive investigation di- 
rected by the Bureau of Labor Statistics. 
By Edward Berman. Monthly Labor Re- 
view, August, 1935, p. 291 :12. 


Claim Index Bureau Membership 
Desirable 

Membership in the nation-wide system 
of index bureaus supervised by the Na- 
tional Bureau of Casualty and Surety Un- 
derwriters, is proving desirable to organi- 
zations outside the insurance field, accord- 
ing to a recent study. A total of 56 out 
of 118 members enrolled in one or more 
of the ten bureaus operating at strategic 
points throughout the country are non- 
insurance organizations, including munici- 
pal governments, public utilities, trans- 
portation companies, and others. Firms 
doing a nation-wide business such as Bor- 


' Brower. 


© Insurance abstracts are contributed P. D. 
Company. mv 


ment,” he says, to keep employees and 
stockholders properly informed, thus rend- 
ering them impervious to the inroads of 
false doctrines and distorted facts. 

One way that management can do this 
is by making the employee realize what 
the share of labor, capital, and manage- 
ment is in any given concern. The article 
is accompanied by two balance sheets, one 
for employees and one for stockholders. 
These are intended to show that there is 
no unjust division of profits. By Edward 
F. Hutton. Nation’s Business, September, 
1935, p. 27:5. 


den Farm Products Company, Childs Res- 
taurant Company, and the Great Atlantic 
& Pacific Tea Company are members of 
the bureau. 

The purpose of the bureau is to combat 
the activities of claim thieves—to prevent 
losses from fraudulent or exaggerated 
claims. Eastern Underwriter, July 26, 
1935, p. 38:1. 


Investment in Safety Program Yields 
300% Dividend 


In order to cope with a mounting insur- 
ance and accident cost running into sev- 
eral hundred thousand dollars annually, the 
Continental Baking Company adopted an 
extensive accident prevention program, the 
details of which are described in this ar- 
ticle. The vice president states that four 
dollars in savings have been realized for 
every dollar spent in this work. By A. L. 
Executives. Service Bulletin, 
Metropolitan Life Insurance Company, Sep- 
tember, 1935, p. 1:3. 


Tenant’s Violation of Policy Terms 


The insured owner of property was un- 
aware that the tenant had violated terms 
of a policy regarding gasoline. Neverthe- 
less, he could not recover under his policy. 


Berrertey, Assistant Treasurer, Graton & Knight 
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The insured had just acquired the prop- 
erty by purchase and had received an as- 
signed policy. Neither the new owner nor 
the insurer had made inquiry, and neither 
had actual knowledge of the storage of an 
excess quantity of gasoline. The court 
held that the assignment was equivalent 
to the issuance of a new policy. The in- 
surer was under no obligation to make in- 
quiry before assigning the coverage, but 
the insured was chargeable with any viola- 
tion of the policy terms. As the violation 
was material to the risk, the insured was 
not entitled to recover. Insurance De- 
cisions, August, 1935, p. 33:1. 


Coverage—Robbery Policy 

Where the insured, after closing time, 
locked door of store on outside and when 
about to leave was confronted by armed 
robbers who, after searching him for 
weapons, forced him to unlock the door 
and open the safe, from which they took 
money, and thereafter took money from the 
insured’s person, such taking of money 
from the insured’s person constituted “in- 
side robbery” and what occurred before 
the insured unlocked the door did not con- 
stitute “attempt at robbery” within the 
policy. Insurance Decisions, July, 1935, p. 
10:1. 

Editor’s Note: Readers should not over- 
look the fact that there were two distinct 
losses, one sum of money being taken from 
the insured’s person, and one from the safe 
through threat. The case effectively dem- 
onstrates that location and method are im- 
portant factors in fixing liability under var- 
ious types of robbery coverage. Further- 
more, in many instances, kidnapping cov- 
erage is needed for full protection. 


Unauthorized Insurance—State 
Jurisdiction 
It is settled law that a state cannot for- 
bid contracts of insurance relating to risks 
within its limits from being made between 
a citizen and a corporation in another state. 
The Court of Appeals of New York held 
that there can be no violation except where 
@ person in the state aids in the transaction 
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of business in that state by an insurance 
company or to transact business within that 
state. Insurance Decisions, August, 1935, 
p. 59:1. 


Liability Where Property Is Destroyed 
by Order of Municipal Authority 

Under standard policy which limited lia- 
bility to cost of repairs or replacement and 
also providing that the amount of the policy 
should be the value of property in case of 
total loss, insured was entitled to recover 
as for “total destruction” where the build- 
ing, after partial loss by fire, was ordered 
destroyed pursuant to municipal ordinance, 
though damage to the building amounted to 
only 66 per cent. Insurance Decisions, 
August, 1935, p. 34:1. 

Editor’s Note: It may be observed that 
the foregoing decision was under Wiscon- 
sin Statute and under a certain type of 
policy. Most fire policies would not have 
provided for a constructive total loss unless 
the policyholder had taken out demoliticn 
coverage as a supplement to the main 
policy. 


Assessment Liability 


The legal situation is that both mutual 
insurance companies and stock insurance 
companies are corporations. The principle 
characteristic of a corporation is that it can 
make contracts in its own name without 
usually subjecting its members or officers 
to individual liability. On the other hand, 
a reciprocal insurance exchange or inter- 
insurance exchange is a voluntary associa- 
tion. The members are liable individually 
on all contracts of a voluntary association. 

Assessment liability is governed by law, 
and it is not the same in each state or in 
all classes. The law may either fix the 
liability of members directly, or it may 
permit the organization to fix the liability 
in its articles of incorporation. The lia- 
bility in a reciprocal or inter-insurance ex- 
change is fixed by the written agreement 
between the policyholder and the exchange, 
not overlooking the power of attorney. 

The policyholder in a mutual or recipro- 
cal often assumes that the assessment lia- 
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bility is limited to one or more additional 
premiums, as specified or the policy. The 
truth seems to be that he is liable for an 
additional premium for each policy term 
that the concern is losing money. The 
danger is greater when the organization 
underwrites liability risks where the true 
loss may not be developed for years. 
There has been no adequate test of the 
liability of reciprocal policyholders to third 
parties. One striking case is still in the 


OFFICE MANAGEMENT 


Centralization of Office Operations— 
Why and to What Extent? 

The general auditor of the Western Elec- 
tric Company gives his views on the cen- 
tralization of office activities. He believes 
that centralization of such office operations 
as mailing, stationery and supplies (order- 
ing, stock maintenance and distribution on 
requisition), duplicating service, addressing 
machine service, transcription of machine 
dictation, etc., is the best, if not the only 
basis, on which they can be successfully 
operated. Mr. Beers discusses in detail 
the “Central Transcription” service. By 
W. M. Beers. Proceedings of the National 
Office Management Association, June 3, 4, 
5, 1935, p. 59:10. 


Procedure for a Survey of Office Forms 

The purposes of such a survey are the 
promotion of standardization, control and 
economies both in stationery and clerical 
work. The various steps in procedure are 
outlined in practical terms and the prin- 
cipal data given which will be needed, espe- 
cially with reference to standard sizes. A 
plan for maintenance of form control is in- 
cluded. By Planning Division, H. A. 
Piper, Manager, E. I. du Pont de Nemours 
& Company. 12 pages and 10 exhibits. 


What About Salaries? 
The author believes that the day of top- 
heavy salaries has gone forever and that 
management is seeking a plan of remunera- 
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Courts. A re-insurance company was un- 
able to collect its premium from the re. 
ciprocal and got judgment for several 
thousand dollars against all the members, 
The result was a lien on the real estate of 
all such members which caused great em- 
barrassment. One court has summed the 
matter as follows: “The members are lia- 


ble to third persons as partners, and among 
themselves according to agreement.” The 
Casualty Insuror, September, 1935, p. 3:3. 


tion which will be sensitive to changing 
conditions. The good thing about the de- 
pression was that it brought all salaries 
down to the minimum. It is now possible 
to advance individuals strictly according to 
their merits, and the outcome, according to 
the author, will be a more equitable dis- 
tribution of salaries than we have ever had 
before. By L. E. Frailey. American Busi- 
ness and System, September, 1935, p. 14:4. 


Office Standardization Brings Economies 
to Canadian Railroad 


Standardization enabled Canadian Na- 
tional to reduce its 10,000 forms about 25 
per cent. “It was further found,” writes 
the manager, Office Services, “that scien- 
tific approach to the problem of reducing 
the manufactured cost of forms, a problem 
not commonly considered controllable by 
the purchaser, accomplished an average 
saving ‘of more than a third in the cost of 
two-thirds of the forms.” He describes 
procedures and results. By C. U. Staple- 
ton. Industrial Standardization and Com- 
mercial Standards Monthly, July, 1935, p. 
183 :2. 


Installation and Operation of an 
Incentive Plan in a Centralized 
Calculating Department 


Since the installation of a bonus plan 
the centralized calculating department, 
which is described here in detail by the 
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industrial engineer of The Atlantic Refining 
Company, it was found that there was an 
approximate monetary saving (deducting 
bonus paid but not engineering expense) of 
$3,000 in 1932; $5,000 in 1933; and $7,000 
in 1934. The current savings during the 
period of study and installation, therefore, 
showed a net profit to the company (after 
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deduction of bonus and engineering ex- 
pense) of $2,500. It was also found that 
the volume of work passing through the 
Central Calculating Section had definitely 
increased, especially in the form of special 
jobs. By R. S. MacKenzie. Proceedings 
of the National Office Management Asso- 
ciation, June 3, 4, 5, 1935, p. 68:14. 


PRODUCTION MANAGEMENT 
General: Promotion, Organization, Policy, Development 


Introduction of New Industrial 
Products 


The Marketing Research and Service Di- 
vision of the Bureau of Foreign and Domes- 
tic Commerce has produced a check sheet 
designed to cover all the basic questions 
that must be answered if the problems of 
introducing and successfully establishing a 
new industrial product are to be given in- 
telligent consideration. These problems 
are classified into seventeen groups; each 
group is briefly discussed and is covered 
as well im the charts. It is recommended 
that a manufacturer introducing such a 
product give to each of his responsible ex- 
ecutives the task of finding the first amswers 
to the problems directly affecting his own 
activities before production and marketing 
begin. By O. C. Holleran. Market Re- 
search Series No. 6, U. S. Department of 
Commerce, June, 1935. 23 pages and 
charts. 


New Products Make New Jobs 


This article shows how a manufacturer 
may stick to his regular lines and still 
develop a specialty or two that will add 
both te payrolls and profits. 

The author, vice-president, John Morrell 
& Company, meat packers, gives this illus- 
tration of a specialty: “Suppose that in- 
stead of selling a ham when it has been 
smoked, we put it through some additional 
processes. We bone it, cook it, stud it 
with decorative fruits and spices, bake it 
to a tasty brown, and wrap it im a trans- 


parent material to sell to delicatessen 
stores. We have put a great deal more 
labor into this specialty than into a mere 
smoked ham. It is no longer just a ham 
similar to a number of other top-quality 
hams; it has become a tidbit which looks 
different, tastes different and deserves a 
differential price in recognition of this 

“Multiply that one ham by several hun- 
dred per day. You now have us employ- 
ing a good many extra people, and like- 
wise earning ourselves an extra profit.” 
By George M. Foster. Factory Manage- 
ment and Maintenance, September, 1935, 
p. 369:1. 


Public Employment Offices and Labor 
Exchanges 

This annotated bibliography and union 
list of books, pamphlets, periodical articles 
and official documents covers the last 25 
years. By Thomas Wesley Rogers and 
Homer E. Marsh. Indiana Studies in Busi- 
ness, Indiana University, 1935. 210 pages, 
mimeographed. 


Railway and Public Utility Bond 
Defaults 


While a definite estimate of the total 
unpaid interest on public utility bonds de- 
faulted during the depression would be 
fraught with possibilities of error, says this 
writer, it may be said with reasonable as- 
surance that the total probably lies between 
$120,000,000 and $130,000,000. When ac- 
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count is taken of the fact that some de- 
faulted issues are excluded from both the 
railway and the public utility lists, it ap- 
pears that the total utility and railway un- 
paid interest on defaults since November 
1, 1928; approached $300,000,000 by the end 
of 1934. Although large, the total repre- 
sents, absolutely, less than 4 per cent of 
the total interest charges on the railway 
and utility funded debt for the 6 years, 
1929-34. By Donald C. Horton, Chief, 
Debt Section, Division of Economic Re- 
search, United States Department of Com- 
merce. Survey of Current Business, July, 
1935, p. 16:3. 


Iron Horse . . . 1935 Model 
This article deals with the principal 
achievements in railway services in recent 
years. It is a check-up on passenger and 
freight problems, track, yards, motive power 


Benefit Systems and Incentives: 
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and equipment, organization, merchandising 
schedules, charges and experimental sery. 
ices. By L. A. Downs. The Red Barrel, 
July 15, 1935, p. 2:7. 


Putting Costs Up to the Foreman 


Controlling plant expense through fore. 
men is successful because it places respon- 
sibility where it belongs, gives foremen 
greater vision of their duties, and utilizes 
the ingenuity of each foreman in stopping 
the many small leaks through which profits 
are dissipated. In those organizations 
where it is properly administered it has 
survived the drastic curtailment of other 
plant routines and procedures during the 
past few years of depression, and is help- 
ing management to a more profitable basis 
of operation. By Frank Klein. Factory 
Management and Maintenance, September, 
1935, p. 377:5. 


Pensions, Vacations, Profit Sharing, 


Wage Plans, Suggestions, Stock Ownership 


Social Security as a National Policy 


The author believes that a properly de- 
vised social security plan could be an aid 
to industry rather than a burden, but the 
politicians or social workers are not likely 
to produce such a plan since they bear no 
burden of its operation. “By a sound united 
effort now, legitimate industry may be 
able to turn an apparent burden into a 
mutually profitable situation.” 

The following program is suggested: 
1. Form a committee within the company in 
such a manner that someone familiar with 
the details of every existing wage and em- 
ployee benefit plan and policy is included; 
2. Secure the services of -a specialist in 
such matters for active guidance and for 
adequate technical advice; 3. Prepare a 
complete and co-ordinated plan for the 
solution of the entire wage and employee 
benefit problem of the company determin- 
ing the effects of various possible future 
conditions upon costs and personnel; 4. 
Cooperate with other employers by assist- 
ing in the creation of a central agency 


which will gather the general results of 
the individual employers problems, prepare 
the necessary data and information and 
initiate the proper and necessary unified 
coordinated action in these matters. By 
Arthur Stedry Hansen. Commerce, Sep- 
tember, 1935, p. 22:2. 


Tying Salaries to Sales 

Confronted with the necessity of adjust- 
ing salaries and maintaining an organiza- 
tion, the Republic Flow Meters Company, 
manufacturers of meters, gauges, recorders, 
etc., worked out a compensation plan based 
on current sales which has indirectly made 
sales-minded people of all its employees. 
The plan is described in this article. By 
James D. Cunningham. Industrial Market- 
ing, August, 1935, p. 9:2. 


Recent Trends in Vacation Policies 
for Wage-Earners 
Arrangements made by a number of rep 
resentative employers in providing vaca- 
tions with pay to shop workers are sum- 
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marized in this report. Since each year 
such plans increase in number and variety, 
the report is intended rather as an indica- 
tion of trends in 1935 than as an exhaustive 
inventory of past experience. It shows the 
prevalence of such plans among the one 
hundred manufacturing concerns sending in 
information and gives brief descriptions of 
plans of various companies giving vacations 
with pay to all wage-earners having one 
year’s continuous service, also of those re- 
quiring a longer service record. These se- 
lected plans are given in detail. By Eleanor 
Davis. Industrial Relations Section, Prince- 
ton University, 1935. 23 pages. 


Experience Under State Old-Age 
Pension Acts of 1934 

Old-age pensions were being paid in 25 
states and 2 territories at the end of 1934, 
There were 236,205 pensioners on the roll 
on December 31, for whose care $32,313,515 
was expended during the year. These fig- 
ures represent an increase of 104 per cent 
in number of pensioners and of 23 per cent 
in disbursements as compared with the pre- 
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ceding year. Benefits averaged $14.69 per 
month as compared with $19.34 in 1933; 
they ranged in the various states from 69 
cents to $26.08. By Florence E. Parker. 
Monthly Labor Review, August, 1935, p. 
303 :17. 


How to Set Time Standards That Pro- 
vide a Fair Pay Basis 

Some of the essentials set down by the 
author in setting up practical time stand- 
ards are: 1. Cost of establishing standards 
vs. savings—consider the amount at stake 
and keep the cost of establishing standards 
well below the yearly saving possible; 
2. Methods—standards must be set as a 
result of careful methods work in connec- 
tion with time study; 3. Ability of aver- 
age employee able to reach standard— 
standards should not be set so high as to 
be possible of attainment by top-notchers 
only; 4. Continuous time study—all the 
facts; 5. Study of more than one operator; 
6. Time of elements. By William E. Cur- 
ley. System and Business Management, 
May, 1935, p. 10:5. 


Shop Methods: Industrial Engineering, Standardization, Waste, Rate 
Setting, Time and Motion Study 


Checking the Efficient Uses of Electrical 
Equipment 

It is not always necessary, according to 
this writer, to hire a highly trained techni- 
cal man to check a plant’s electrical equip- 
ment; the job can often be done by the 
ordinary maintenance man. A cheap volt- 
meter and stopwatch are valuable instru- 
ments for even the smallest shop to own. 
The watthour meters installed by the utility 
company form another addition to the fac- 
tory’s metering equipment. 

When the plant is operating normally, 
the maintenance man can tell, by feeling the 
temperature of each motor, what drives are 
operating efficiently. Motors which are ex- 
cessively hot are obviously overloaded, 
while those which do not warm up are 
underloaded. The same kind of checking 
should also be made of the lighting system 


which is only too often regarded as un- 
changeable and an expensive necessity. 
However, nine times out of ten a systematic 
check of the lighting system will lead to 
material savings in both power consump- 
tion and replacements. By C. C. Harring- 
ton. Mill & Factory, August, 1935, p. 52:3. 


Obsolescence—an Opportunity 

Industrial activity, according to the 
author, has reached a period where obso- 
lescence has more definitely influenced new 
purchases than it has for many years. Man- 
agement, which has been providing a re- 
serve fund for moderr equipment, has been 
able with an influx of orders to take ad- 
vantage of the new designs, which have 
been produced in recent months by the 
great majority of companies selling the in- 
dustrial field. 
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Industrial sales managers have found 
that there is an increasing demand for in- 
dustrial equipment. Certain industries 
have been releasing, within recent months, 
requests for modern products so that many 
manufacturers today, especially those sup- 
plying the automotive and road-building 
industries, are considerably behind in their 
capacity to fill orders. By Frederick B. 
Heitkamp. Industrial Marketing, June, 
1935, p. 11:3. 


Training the First Operator 


Here are suggestions for the successful 
installation of improved methods of opera- 
tion on, for example, a candy-wrapping job. 

After the job has been analyzed and im- 
proved motions worked out, charts are 


Training and Education: Schools, 


Customer Relations Program of Phil- 
adelphia Gas Works 


A program is outlined which is prepared 
to give employees a fuller knowledge of 
the company and make them better able to 
give necessary and helpful information to 
customers. Outlines and guides for discus- 
sions are included. The Philadelphia Gas 
Works Company, 1935. 63 pages, mimeo- 
graphed. 


Supervised Correspondence Study 


Report of a conference held at Teachers 
College, Columbia University, New York 
City, August 8-10, 1934. Among other 
items, covers: The Place and Purpose of 
Supervised Correspondence Study; The 
Local Supervisor; The Selection of Well- 
Constructed Courses ; Guidance and Super- 
vised Correspondence Study; Selected Bib- 
liography. International Textbook Com- 
pany, 1935. 66 pages. 


The Film in Industry 
Mr. Rotha discusses in a short article 
the use of film in industry for purposes of 
, blicity, training, ins “ad 
and recording of purposes, experimentation 
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made for both the old and new processes, 
showing in a distinctive way the increase in 
effective time. A supplementary compari- 
son of the two procedures should be made 
im a written analysis. The foreman must 
then be sold on the change in process and 
his suggestions solicited. He should choose, 
with much care, the operator who puts the 
new plan into effect, and it will probably 
not be the best operator on the old system, 
for she has much to lose. The operator 
selected must not be paid less while in 
training than formerly. 

The charts (left- and right-hand motion) 
and motion time analyses are illustrated in 
the article. By M. L. McKeand. Factory 
Management and Maintenance, August, 
1935, p. 328:3. 


Libraries, Employee Publications 


and research. He distinguishes the tech- 
nique and approaches of this documentary 
cinema from the merely amusing, commer- 
cial variety and traces the development of 
the documentary idea from Flaherty’s 
“Nanook” in 1920, through the news-real 
work of the Russian Vertov in 1923 and 
Ruttmann’s film of Berlin in 1927 to 
“Voyage au Congo” and “Grass.” 

Dealing with actual things and processes 
—as the documentary cinema does—he 
thinks this type of film has a great con- 
tribution to make to industry. By Paul 
Rotha. Industry, May, 1935, p. 12:1. 


Extent of Completion of Home Study 
Courses 


Analysis of the percentage of those en- 
rolling in correspondence courses who 
complete such courses, and the factors 
affecting these results. Policyholders Ser- 
vice Bureau, Metropolitan Life Insurance 
Company, 1935. 27 pages. 


Skill May Soon Be Scarce 


The Norton Company found, in taking 
an. inventory of personnel, that its foremen 
and machinists were for the most part men 
well along in years, some close to the pen- 
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sion age. It also discovered that applicants 
for jobs were unskilled or had never 
applied themselves for any length of time 
to a particular training. Finding the most 
promising young men were those trained 
five or ten years ago in apprentice training 
courses, the company revived the apprentice 
school. 

It takes eighteen months to go through 
this training in a department; the appren- 
tices also spend an hour every day in a 
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class-room lecture. Before the course is 
completed, each apprentice spends a few 
days in the other departments of the shop 
to acquire at least a speaking acquaintance 
with them. Starting at 25 cents an hour, 
the boys receive about 40 cents when they 
graduate, just about the level of a third- 
class operator. It is estimated that the 
whole cost of training comes to $40 per 
boy. By H. W. Dunbar. Factory, June, 
1935, p. 238:2. 


MARKETING MANAGEMENT 


Do Consumer Contests Attract New 
Customers—and Hold Them? 


A survey made in July, 1935, among 
1,000 typical adults, by trained investigators 
of the Market Research Corporation of 
America, discloses some valuable and start- 
ling information about consumer prize con- 
tests, such as: 1. Nearly a third of all con- 
test entries come from men and women 
who have entered a dozen or more con- 
tests; 2. Fifty per cent of the contests en- 
tered were learned of through the radio; 
3. In a typical contest 45 per cent of the 
entrants are regular users of the product; 
4. The average contest adds new repeat 
customers from 15 per cent of the en- 
trants; 5. More repeat customers are se- 
cured in contests demanding box-tops, etc., 
than in those where entrants are not re- 
quired to return a part of the product as 
a proof of purchase. Sales Management, 
September 1, 1935, p. 202:2. 


For Radio Results—Facts First, Then 
Continuous Research 


In this article the author discusses the 
various problems involved in radio adver- 
tising. He urges manufacturers and dis- 
tributors to be guided by facts, not opinions. 
Imagination and new ideas have been and 
will continue to be the keynotes of con- 
tinued achievement. Without the stimulus 
provided by imagination and forward-look- 
ing advertising and merchandising ideas, 
no sales force, no matter how ably manned, 


can long continue a record of maximum 
productivity. For these reasons high ex- 
ecutives are spending an increasing pro- 
portion of their time, energy, and thought 
on the vital problems of advertising and 
merchandising. By Donald D. Davis. Ex- 
ecutives Service Bulletin, Metropolitan Life 
Insurance Company, August, 1935, p. 1:4. 


Books for the Advertising Man 


A dlassified bibliography on advertising, 
marketing and related subjects covering 
books published 1923 to 1934 and earlier 
books of historical or practical value. Com- 
piled by Frederic E. Tyarks. Bureau of 
Research and Education, Advertising Fed- 
eration of America, 1935. 24 pages. 


The Why Question in Marketing Re- 
search 


The assumption of this paper is that we 
have a consumer who has carried through a 
concrete purchase. Our problem is to re- 
cord all the factors which have determined 
his purchase; or, better, all the factors 
which are important for our investigation. 
We assume that the consumer is perfectly 
willing to answer our questions, the main 
point being to formulate them in such a 
way that the different determinants really 
come to light. We then proceed, observing 
three principles: the principle of specifica- 
tion, of division, and of tacit assumption. 
Dr. Lazarsfeld introduces a new term: The 
complete motivational set-up of the first de- 
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gree by which we shall understand all the 
determinants of the first degree which are 
of significance for our study. He warns 
of the importance of interpretation, in addi- 
tion to an adequate technic for asking why, 
with the ultimate aim of integration of all 
of the elements into the larger pattern of 
methodology for the entire field. By Paul 
F. Lazarsfeld. The National Marketing Re- 
view, Summer, 1935, p. 26:12. 


Are We in the First Stages of a Seller’s 
Market? 

Increased sales, which are the first indi- 
cation of returning prosperity, are now in 
evidence says the author—and sales are the 
thing to watch because by the time sales 
have increased production, production sta- 
tistics been accumulated, interpreted and 
published, recovery is well established and 
it is a little late to start preparing for it. 

In the face of rising prices the wise 


Salesmanship 


Dr. Pepper 5-Finger Plan Is Simple But 
It Hits New Sales Highs 

The sales manager of the Dr. Pepper 
Company, manufacturers of beverage 
syrups, describes in this article the selling 
plan which he evolved and which is based 
on the following points: 1.Cooler locations 
influence sales; 2 Plenty of ice influences 
sales; 3. Dealer friendship influences sales ; 
4. Dealers drinking carbonated beverages 
influence sales; 5. Dealers who understand 
the profit possibilities in carbonated bev- 
erages push sales. By W. V. Ballew. Sales 
Management, September 1, 1935, p. 212:2. 


How International Harvester Sells to 
Farmers 

International Harvester’s simple formula 
for marketing success is to know the cus- 
tomer, foresee what he will want in the 
future, and get ready to give it to him at 
the lowest possible cost. In dealing with 
farmers, the company keeps branch areas 
small and within convenient limits to fur- 
nish local human contacts. The age of the 
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course for the business man is to invest in 
equipment and good-will insurance and in 
advertising and a forward-looking market- 
ing policy. By J. C. Aspley. American 
Business, August, 1935, p. 21:2. 


Following Up Inquiries 

This article deals with the methods em- 
ployed by such companies as the Benjamin 
Electric Manufacturing Company, Chicago 
Pump Company, Fairbanks, Morse & Com- 
pany, Link-Belt Company and many others, 
in following up inquiries. The practices 
vary considerably in that the advertising 
department in some cases follows through 
with additional promotion effort, while 
others have completed their share of the 
job when the inquiry has been developed or 
prospect uncovered, the task then being 
shifted to the sales department to effect the 
sale. Industrial Marketing, August, 1935, 
p. 21:3. 


organization is emphasized because when a 
farmer buys a tractor or reaper he ex- 
pects that his grandsons will be using it 
years hence. Decentralization in Interna- 
tional Harvester, as well as providing the 
neighborly contact which the farmer en- 
joys, integrates the sales problem, and gives 
a complete coverage and knowledge of any 
one territory. By C. D. Frazer. Forbes, 
September 1, 1935, p. 11:3. 


Keeping a Perpetual Inventory of Sales 
Prospects 


The planning and control system outlined 
in this article was developed with the idea 
of enabling the salesman to spend more 
time with prospects. The system consists 
of a card index of prospective customers 
showing all pertinent and permanent infor- 
mation regarding the prospect. The sales- 
man uses this card file in contacting with 
prospects. Where a number of men work 
from one office and use the same card file, 
it may not be desirable for them to remove 
cards from the file, in which case a daily 
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report form can be used by the salesman, 
one report card for each working day in 
the year, upon which the salesman records 
the important facts of his contacts during 
the day and then turns it in and takes the 
card for the next day. Illustrations of the 
report form and card file accompany the 
article. By George H. Gibson. Industrial 
Marketing, August, 1935, p. 13:3. 


Pace Your Selling to the Tempo of 
Today 


During the past few years there has been 
a tremendous change in the appearance of 
products. No industry has been free from 
the results of these changes. All firms 
manufacturing and distributing merchandise, 
regardless of type, have felt the influence of 
the change in competitive and non-competi- 
tive products. In the same way the man- 
ager of the personnel department of The 
Texas Company feels that it has become 


Wholesaling 


Cooperation 


Sales of more than 15% million dollars 
during 1934 were reported by nine regional 
cooperative wholesale societies. Their net 
gain on this business was $311,293, of which 
$120,884 was returned to member societies 
in patronage funds, and $24,967 was paid 
in interest on share capital. Since 1930 
these societies have returned in interest and 
dividends the sum of $903,947. There were 
1,334 local cooperative societies which were 
affiliated with the wholesalers in 1934, and 
349 other societies which were not mem- 
bers but made their wholesale purchases 
through the central organizations. Monthly 
Labor Review, August, 1935, p. 364:5. 


The Future of Wholesaling 


After discussing the growth of whole- 
saling since the beginning of the century, 
the author notes the present trend in that 
field. He states that, generally speaking, 
this change is taking the form of a more 
definite integration of our distribution 


313 


necessary for salesmen to change their sell- 
ing methods and adapt them to the in- 
creased tempo of business today. By A. A. 
Nichoson. The Red Barrel, August 15, 
1935, p. 22:2. 


Should the Salesman Handle Com- 
plaints and Collections? 

From his experience as a salesman, the 
author feels that the most practical pro- 
cedure of handling complaints is through 
the fullest cooperation between the man on 
the road and in the office, neither feeling 
that the other is usurping his functions. The 
traveling salesman can often make quicker 
and more satisfactory minor adjustments if 
he feels free to act without interference. In 
the matter of collections Mr. Laurence 
states that it often promotes regularity and 
promptness to have the salesman collect 
payments. By Edward P. B. Laurence. 
Office Management, August, 1935, p. 12:3. 


mechanism: a closer union between the 
wholesaler’s sources on one hand and his 
outlets on the other. The tendency of 
wholesalers to develop merchandising ser- 
vices for the retailer is commented upon and 
the author thinks that it seems reasonable 
to anticipate still further developments in 
the direction of collaborative merchandising 
between wholesalers and their retail cus- 
tomers. 

In connection with the wholesaler and 
the manufacturer in the dry goods indus- 
try, it is stated that selective or collabora- 
tive distribution seems to be an indicated 
trend. “The conflicts which have been set 
up by the old-time trading operations, the 
pull and haul between buyer and seller 
which heretofore have characterized, and 
even now characterize wholesaling opera- 
tions, seem destined to give way to a 
higher degree of collaborative effort be- 
tween the producers and distributors of 
goods.” By Flint Garrison. The Ameri- 
can Marketing Journal, April, 1935, p. 
85 :3. 
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Books Received 


Office Appliance Exercises. By John T. 
A. Ely and A. C. Beaver. Greeg Publish- 
ing Company, New York, 1935. 121 
pages. $1.60. 


The Public Utility Compendium, April 
30, 1935. William B. Dana Company, 
New York, 1935. 344 pages. 


An Inquiry Into the Functioning of an 
Industrial Autarchy. By L. E. Wid- 
mark. Albert Bonnier Publishing House, 
New York, 1934. 60 pages. $1.25. 


_ Principles of Foreign Trade. By C. E. 
Griffin. Macmillan, New York, 1934 
(revised edition). 476 pages. $3.00. 


Public Utility Rate Structures. By L. R. 
Nash. McGraw-Hill Book Company, 
New York, 1933. 379 pages. $4.00. 


The Sociology of Invention. By S. C. 
Gilfillan. Follett Publishing Company, 
Chicago, 1935. 185 pages. $2.00. 


— 


Labor Law Unemployment Insurance 
Service. Commerce Clearing House, 
Chicago, 1935. Pages 1001-20,026. 


Our Aryan Ancestors. By Fleming 
Howell. Meador Publishing Company, 
Boston, 1935. 421 pages. $2.00. 


International Economics. By R. F. Har- 
rod. Harcourt, Brace and Company, 
New York, 1933. 211 pages. $1.25. 


The Organization of Knowledge in Li- 
braries. By Henry Evelyn Bliss. H. 
W. Wilson Company, New York, 1933. 
335 pages. $4.50. 


Preface to Action. By George E. G. 
Catlin. Macmillan, New York, 1934. 
319 pages. $3.00. 


Current Social Problems. By John M. 
Gillette and James M. Reinhardt. Amer- 
ican Book Company, New York, 1933. 
819 pages. $4.00. 














Controlling Depressions. By Paul H. 


Douglas. W. W. Norton & Company, 
New York, 1935. 286 pages. $3.00. 
Mr. Douglas in this volume sees the 
causes of a business depression falling into 
two groups—initiating causes and cumula- 
tive causes. He believes that a depression 
is a headlong process making its own power 
and moving in a cumulative fashion like a 
forest fire which creates a wind that fans 
the flames. Furthermore, he says that re- 
covery under our present econoinic organi- 
zation need not be automatic or inevitable. 
The belief that society should keep hands 
off and let the depression cure itself, he 
says, is based on three elements—namely, 
that we have pulled out of every past de- 
pression and hence, can do so again; on a 
belief in the fundamental economic vitality 
of the capitalistic system; and upon the 
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assumed tendencies of a depression to so 
alter economic conditions that revival and 
prosperity will inevitably develop from it. 
None of these elements, the author indi- 
cates, is at all certain, and it is wrong to 
develop a do-nothing policy toward depres- 
sions, 

Real modifications in the economic order 
which has hitherto prevailed are necessary, 
Mr. Douglas declares, if depressions are to 
be prevented. He mentions twelve points 
in his suggested program for stabilization. 
They are: a public works program con- 
centrated upon housing, which could be 
thrown into the breach when the depres- 
sion gathered ground; a flexible govern- 
mental budget; a nationally managed sys- 
tem of currency and credit until such time 
as an international system may be per- 
fected; a removal of the power of creat- 
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ing commercial credit from private bank- 
ing into the hands of a socialized agency ; 
two main purposes should govern the crea- 
tion of credit by this socialized agency (a) 
to provide, so far as possible, employment 
or useful work for those thrown out of their 
jobs by depression, and (b) to stabilize in 
a rough manner the general price level; a 
wage policy calling for a closer adjustment 
between wages and prices; a vigorous at- 
tempt to obtain flexible prices within the 
general price system in order to effect a 
transfer of capital and labor from contract- 
ing to expanding industries; a vigorous 
program of restoring competition wherever 
possible; a recognition of the fact that 
while competition can be restored in those 
industries with many firms where the 
amounts invested are relatively small, it 
cannot be carried out in certain industries 
which tend inherently towards monopoly ; 
the establishment of a system of unemploy- 
ment insurance; the use of a social dividend 
to consumers or an increased expenditure 
upon cultural services if the amounts dis- 
tributed to the purchasers of mass produc- 
tion goods are not sufficient to consume at 
a profit to industry and under competitive 
prices the mass production goods and serv- 
ices which are turned out by industry; the 
adoption, if necessary, of a system whereby 
the unemployed can be put to work pro- 
ducing goods and services for each other 
which they would not otherwise be able to 
obtain. 

People’s Wants and How to Satisfy 
Them. By Paul T. Cherington. Harper 
& Brothers, New York, 1935. 185 pages. 
$2.00. 

Delving down through the intricate maze 
of the production, distribution, and con- 
sumption problems that are at present being 
attacked from all angles, the author, seek- 
ing the raison d’étre of the entire politica’ 
and economic set-up, arrives at the desire 
of each individual for a satisfactory living 
“a chance to live.” 


The author reasons briefly that a satis Z 
factory living more or less universally, in ‘ 


volves to some extent the possession o. 


material things. “Business” is the medium 
set up for this purpose and through which 
it should be realized. However, in recent 
years, the author states, “the providing of 
the adjuncts of satisfactory living to peo- 
ple has been iagging progressively behind 
the expansion of the people’s ideas of what 
they want in the way of material things.” 

The warning which Mr. Cherington 
sounds is this: Business control is passing 
from production to consumption and a 
strong desire to satisfy consumer wants 
and a keen perception of trends in consumer 
demand are not simply desirable, they are 
absolutely necessary to business if it wishes 
to continue its existence as servant to the 


public. 


Principles of Legislative Organization 
and Administration. By W. F. Wil- 
loughby. The Brookings Institution, 
Washington, 1934. 657 pages. $5.00. 
The author makes a detailed critical an- 

alysis of the organization and operation of 
the legislative branch of government, bas- 
ing his study primarily on the national 
government of the United States. He also 
includes some scrutiny of the government 
of the states of the union and that of some 
of the leading foreign countries. 


Money and Banking. By Horace White. 
Ginn and Company, Boston, 1935 (sixth 
edition, revised). 808 pages. $2.80. 
This new edition of Money and Banking 

is a revision and enlargement by Charles 

S. Tippetts, Dean of the School of Busi- 

ness Administration, the University of 

Pittsburgh, and Lewis A. Froman, Assist- 

ant Professor of Economics, School of 

Business Administration, the University of 

Buffalo. About one-third of the book re- 

mains as the original author left it in his 

last revision in 1914. An endeavor has 
been made not to modify Mr. White’s ma- 
ior conclusions in any drastic measure. 

However, the revisers found that in some 


> vases it seemed necessary to do so. 


In reference to Mr. White’s stand on 
noney, the authors point out: “Mr. White 















































































































































































was an advocate of ‘hard money,’ an ardent 
believer in the gold standard, and the sound- 
est of sound-money men. Because we do 
not feel quite so certain or confident as 
he regarding the meaning of ‘sound’ money 
and how to secure it, we hope that were 
he alive today he would not be too critical 
of what we have done. Most of us prob- 
ably feel that we know less about monetary 
and banking theory today than we did in 
1929. We cannot but wonder what Mr. 
White would think had he lived through 
the chaos of the past five years.” 





Bank Management: A Case Book. By 
J. Franklin Ebersole. McGraw-Hill 
Book Company, New York, 1935 (sec- 
ond edition). 508 pages. $5.00. 

This revised edition* was made neces- 
sary because of the “extraordinary” meas- 
ures of the Federal Government as a result 
of the present, or recently passed, depres- 
sion. Eleven of the new cases treat the 
more important problems which have arisen 
and will arise from governmental supervi- 
sion of banking, government competition in 
banking, and government experimentation 
in monetary management. 

“The current belief of bankers that 
greater instability of business will follow 
an increase of government participation in 
finance has shifted the emphasis of bank 
credit and portfolio administration from 
balance sheet analysis to more vital fac- 
tors such as prospective income, manage- 
ment intangibles, and the effects of prob- 
able public policy.” 





Accounting Procedure for Standard 
Costs. By Cecil Merle Gillespie. Ronald 
Press Company, New York, 1935. 371 
pages. $5.00. 

This book was developed for use in ad- 
vanced study at Northwestern University. 
It is designed to give the exact details 
needed for the most effective operation of a 
standard cost installation. It explains the 
fundamental differences that arise in sys- 





*A reading notice of the first edition was 
pwnage in The Management Review, Septem- 
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tems according to relative emphasis on the 
purpose for which they are intended to be 
used—as for the setting of selling prices, 
the valuation of inventories, or the meas- 
urement of factory or sales department per- 
formance. It attempts to clarify, step by 
step, the application of standard cost meth- 
ods and gives a treatment of procedure for 
factory, shop and sales office. 

Each of the three distinct methods of 
operating cost systems are compared, and 
the manner in which they are applied to 
working conditions is shown. A single 
manufacturing situation is followed through 
as a basis for the transactions illustrated in 
the text. The book presents, also, five com- 
plete cases worked out on the ground with 
the cooperation of the works accountants in 
the plants involved. 

Some of the subjects discussed are: de- 
velopment of standard costs; the sliding 
budget; setting standard costs; reducing 
ledger work; reports for executives and 
sources of data; analysis of variations be- 
tween actual and budget gross margin; re- 
turn on investment; sliding budgets for 
warehousing ; standard selling and delivery 
costs; executive uses of standard costs. 





Public Works in Prosperity and De- 
pression. By Arthur D. Gayer. National 
Bureau of Economic Research, New 
York, 1935. 460 pages. $3.00. 

When the National Planning Board was 
formed, it needed information “concerning 
the volume of public works undertaken by 
the thousands of governments that flourish 
in this country, the fluctuations in volume 
from year to year, the types of works un- 
dertaken, and the numerous factors that 
bear upon efforts to use public works as 
an economic balance wheel.” 

The National Planning Board, therefore, 
engaged Dr. Gayer to bring up to date a 
report which he had already prepared, and 
this volume is a revised version of the 
official report made by Dr. Gayer in June, 
1934. 

The book covers: Planned public works 
as an agency of economic stabilization; the 


scope, volume, distribution, and fluctuation 
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of public works in the United States, 1919- 
1934; detailed comparisons of different es- 
timates of total public and private con- 
struction in the United States, 1923-1933; 
federal construction expenditures ; the Fed- 
eral Emergency Program under the PWA; 
construction expenditures of state govern- 
ments, city governments, and New York 
City; roadbuilding; financing public works 
in prosperity and depression by the national 
government and local governments; sea- 
sonal variation in public construction; the 
development of a planned public works pol- 
icy in the light of recent experience; con- 
trolled public works as a stabilizing factor 
—some basic problems of theory. 


Essentials of Accounting. By Arthur 
Caryl Kelley. American Book Company, 
New York, 1935. 416 pages. $3.00. 
This textbook aims to give students a 

grounding in the essential principles and 
technique of accountancy. It is written in 
such a manner as to reveal to the student 
and emphasize continually the relationship 
of the three elements expressed in the ac- 
counting equation—assets minus liabilities 
equal proprietorship. Several of the illus- 
trations and problems in the last part of 
the text have been taken from actual cases 
of American corporations. 


The Partnership Way Out. By Ambrose 


Ryder. Harper & Brothers, New York, 

1935. 189 pages. $2.50. 

The author conceives of politics as a 
science which could be developed on as 
definite principles and relationships as are 
found in the exact sciences. What this 
country needs more than it “needs a good 
five-cent cigar,” says the author, “is an 
economic logic that can be freely debated 
by people of all political beliefs.” He sug- 
gests that an all-inclusive economic problem 
should be stated and attacked step by step. 

The Partnership Plan, in which each in- 
dividual in the nation is a member of a 
partnership to insure a satisfactory solu- 
tion of the problems which are of such 
vital concern to everyone, functions, in this 
description, through a group-bargaining 
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Forum, centralized and non-political, repre- 

senting all divisions of capital, labor and 

the public; it considers economic difficul- 
ties and supplements existing legislative 
bodies. 

Eighty-seven steps of economic reasoning 
are set down throughout the text. (The 
reader’s reaction to each of these steps is 
invited through a form at the end of the 
book.) Step 25 is given as an example of 
these: “The power of unorganized con- 
sumers to control merchandising standards 
is practically zero. Their power when or- 
ganized is limited only by their ability to 
organize.” 

Willard E. Atkins in his introduction 
states that the book “should serve a useful 
purpose in stimulating thinking upon eco- 
nomic matters and in suggesting that many 
of our economic problems for their solu- 
tion require something more than a rugged 
individualism.” 

Getting Along with People. By Milton 
Wright. McGraw-Hill Book Company, 
New York, 1935. 310 pages. $2.50. 
This author points out that frontiers are 

no longer so plentiful, hence, it behooves 
people to learn how to work at close quar- 
ters; to associate harmoniously. He points 
out that “knowing how to get along” with 
people is one of the most essential elements 
of success. His prescriptions are designed 
to help readers understand people, attune 
their conduct to their associates, to win 
friendship and cooperation. Emphasis is 
placed on the good use that can be made 
of fundamental emotions and instincts in 
making one’s contacts with others smooth, 
pleasant and productive. 


Life Insurance. By S. S. Huebner. D. 
Appleton-Century Company, New York, 
1935 (third edition). 692 pages. $3.50. 
This third edition of a standard book 

brings together facts and information de- 

signed to give a comprehensive understand- 
ing of life insurance and the legitimate 
ways in which life insurance may be em- 
ployed in the interest of personal, family, 
and business welfare. The volume repre- 
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sents an extensive revision and enlarge- 
ment of the book, prepared in the light of 
the many changes that have taken place in 
life insurance in the twelve years since the 
publication of the previous edition. 

The thirty-nine chapters of the text have 
been grouped into five parts, dealing re- 
spectively with the “Nature and Uses of 
Life Insurance,” the “Science of Life In- 
surance,” the “Special Forms of Life In- 
surance,” the “Organization, Management 
and Supervision of Life-Insurance Compa- 
nies,” and the “Important Legal Phases of 
Life Insurance.” 


Analysis of Industrial Securities. By 
John H. Prime. Prentice-Hall, New 
York, 1935. 364 pages. $4.00. 

Planned and written for the investor and 
the student of industrial security analysis, 
this book is offered as a guide for present 
and prospective investments. The author 
divides the discussion into three parts: the 
general field of industrial companies; the 
technique of security analysis; the applica- 
tion of this technique. In the general field 
of industrial companies, consideration is 
given to fluctuation in industrial earnings 
and the business risk inherent in the field, 
and to the development of industrial re- 
search. The discussion of the technique of 
security analysis includes the consideration 
of both industry and company. 

The analysis of the company involves 
such factors as its position in the industry, 
the character of its management, the na- 
ture of its integration, and the market it 
serves. Its financial reports provide the 
basis for a critical analysis of its income 
statement, balance sheet, and capitalization. 


The Range of Human Capacities. By 
David Wechsler. The Williams & Wil- 


kins Company, Baltimore, 1935. 159 
pages. $2.50. 

This book attempts to answer the ques- 
tion of whether there is a limit to human 
variability, and if there is, whether the 
limit differs from one trait and ability to 
another, or is equal in all directions. 
The author believes that human varia- 
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bility, when compared to that of other phe- 
nomena in nature is extremely limited, and 
that the differences which separate human 
beings from one another with respect to 
whatever trait or ability we may wish to 
compare them, are far smaller than is or- 


dinarily supposed. 


Our Enemy the State. By Albert Jay 
Nock. William Morrow and Company, 
New York, 1935. 209 pages. $2.25. 

A great redistribution of power between 
the individual and the State is one of the 
fundamental facts which can be discerned 
beneath the surface of public affairs, the 
author affirms. He declares that the Amer- 
ican State, nourished by a system of party 
politics has become more powerful, and the 
average citizen has been lulled into thirk- 
ing he has a governntent “of the people, 
by the people, and for the people.” 

Mr. Nock draws two rules from past 
history. One, when the State has been 
granted too much power it becomes a par- 
asitic growth feeding on civilization and 
eventually destroying it. Two, once the 
individual has yielded a certain measure of 
power to the State, he can never get it 
back. 

Foods and the Law. By Alexander P. 
Blanck. Peter Smith, New York, 1935. 
246 pages. $2.50. 

In the first half of this book the author 
gives sections from the United States Food 
and Drugs Act, popularly known as the 
Pure Food Law, and interprets the lan- 
guage for the layman, giving cases and de- 
cisions to illustrate the exact application of 
the law. The last half of the book con- 
tains the text of the Food and Drugs Act, 
as amended to date. 

In his introduction to the book Arthur 
P. Williams says: “To have these laws 
compactly and conveniently grouped in a 
single volume is a service of no mean or- 
der; to have them in company with a sin- 
gularly tucid interpretation is a high 
achievement. Together, they make a book 
destined to become the desk volume of 
every food executive in the country.” » 





SURVEY OF BOOKS FOR EXECUTIVES 


Among many other things that have not 
been permitted by the law were black- 
berries bearing a label “Packed in Michi- 
gan” which, although they were actually 
packed in Michigan, were picked in Arkan- 
sas. The author comments: “The case is 
a particularly fitting illustration of the fact 
that the label need not be both false and 
misleading, to ‘misbrand’ the goods. It 
may be true and misleading, as in this 
case.” 

A very large quantity of fish which con- 
tained parasitic worms, hardly discernibie 
by the eye and absolutely harmless in food, 
was found to be adulterated. On the other 
hand a decision condemning flour contain- 
ing a very small quantity of nitric acid was 
reversed by the Supreme Court on the 
grounds that the health of the consumer 
could not be injured by the consumption of 
the flour containing the nitric acid. These 
are just a few of the many cases illustrat- 
ing the application of the law, which are 
found in the first half of the book. 


Advanced Business Correspondence. By 
George Burton Hotchkiss and Edward 
Jones Kilduff. Harper & Brothers, New 
York, 1935 (third edition). 527 pages. 
$3.25. 


This volume on business correspondence 
attempts to explain and illustrate the funda- 
mental principles that govern all kinds of 
business letters in order to give practical 
methods of handling the more typical situa- 
tions. The book outlines substantially the 
same principles of sound letter-writing that 
were contained in the first edition published 
nearly fourteen years ago. There has been, 
however, an attempt to freshen the point 
of view and to improve the work in many 
ways, 


Nations Can Live at Home. By O. W. 
Willcox. W. W. Norton & Company, 
New York, 1935. 279 pages. $2.75. 
The Malthusian conclusion that popula- 

tions would increase to a point where war, 

infanticide, and other extreme methods 
would have to be used to insure even the 
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meanest standards of living, has, according 
to the author, been altered by develop- 
ments in both the important factors con- 
cerned. In respect to the population fac- 
tor, it has been proved that populations do 
not necessarily increase at a given rate of 
speed—they may slow down and even fall 
off. 

However, Dr. Willcox continues, in 
some countries, although the populations 
may have ceased to increase, they have al- 
ready passed the point where the land com- 
fortable provides for them. These coun- 
tries naturally seek expansion, and war re- 
sults. These facts account for the import- 
ance of the developments in the second fac- 
tor in the Malthusian theory. The science 
of agrobiology has demonstrated that the 
capacity of the plant world to maaan food 
has been greatly underrated. 

The author devotes several chapters and 
the appendix to the five natural laws un- 
derlying plant growth, and mathematical 
formulae derived from them, which will 
determine the produce of a given agrotype 
under given growing conditions. The im- 
portant aspect of these developments, which 
the author implies in his title “Nations Can 
Live at Home,” is that knowledge and 
practice of their principles would foster in- 
ternational peace. 

Dr. Willcox illustrates his arguments 
with respect to four countries—Great 
Britain, Italy, Germany, and Japan—in a 
chapter which he entitles “Peoples Beyond 
the Threshold.” 


The Flexible Budget. By John H. Wil- 


liams. McGraw-Hill Book Company, 

New York, 1934. 288 pages. $2.50. 

Here we find an engineer’s approach to 
the problem of budgeting, in which the 
author sets forth ideas he has been grap- 
pling with for many years. 

These conceptions spring basically from 
dissatisfaction with the usual accounting 
approach to budgetmaking. “In many 
cases,” the author states, “the inauguration 
of a budget system is based on a too nar- 
row conception of its potential uses.” 

It is proposed “to arrange things so that 
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only one executive will thereafter be re- 
sponsible for each account.” 

The drastic regrouping of accounts pro- 
posed by Mr. Williams to assure reality to 
budget control, may appear at first blush 
unnatural and artificial, but it holds possi- 
bilities that the distributing trades, working 
independently, are beginning to understand 
and apply. 

We have gone through a period of ex- 
cessive and in the end, meaningless alloca- 
tion of overhead expenses. A new note of 
simplicity is gaining in accounting and 
budget making. Mr. Williams sensed this 
need years ago. In his book he states the 
principle, as follows: “The inclusion of 
overhead expense as such in budgets has a 
detrimental effect on the morale of the ex- 
ecutives responsible for them.” 

It is regrettable that The Flexible Bud- 
get did not appear before budgeting be- 
came largely a routine matter. Business 
is polyhedral in character. The day has 
only twenty-four hours and managers must 
concentrate on the three or four problems 
of pressing urgency. At the moment these 
center: 1. on the relation of management 
to personnel; 2. on the relation of business 
to government; 3. on the relation of a 
business to its competitors. 

I am afraid that budgeting will be given 
lip service, and Mr. Williams’ book, and 
the provocative proposals he makes, will be 
generally overlooked in the race for sur- 
vival. ArrHur Lazarus. 
Tobacco Under the AAA. By Harold B. 

Rowe. The Brookings Institution, Wash- 

ington, D. C., 1935. 317 pages. $2.50. 

The second of a series of volumes ana- 
lyzing the results achieved by the Agricul- 
tural Adjustment Administration with 
wheat, cotton, livestock, etc., this book 
studies the program with respect to to- 
bacco. An analysis of the wheat experi- 
ment has already been published under the 
title “Wheat and the AAA.” 

As the Agricultural Adjustment Act pro- 
vides no specific program for any farm 
product but grants power to use a wide 
variety of methods to effectuate the de- 
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clared policy of Congress toward agricul- 
ture, the treatment of tobacco furnishes an 
opportunity to study the operation of these 
methods under a variety of conditions. This 
book analyzes the various features of the 
tobacco program and appraises the results 
obtained in 1933 and 1934 in relation to the 
objectives sought. On the basis of this 
appraisal, some long-term possibilities and 
limitations are considered. 


Labor Relations Boards: The Regula- 
tion of Collective Bargaining under 
the National Indvstrial Recovery Act. 
By Lewis L. Lorwin and Arthur Wubnig. 
The Brookings Institution, Washington, 
1935. 477 pages. $3.00. 

The book deals with the system of labor 
relations boards which came into being dur- 
ing 1933-1935 for the guidance of collective 
bargaining under Section 7(a) of the Re- 
covery Act. Its authors are qualified for 
their task by two years of study of the 
boards, most of it at first hand. 

A brief survey of the main developments 
in labor relations since 1900 gives the back- 
ground for the problems at issue today. 
The manner in which Section 7 was made 
and its early interpretations are first dis- 
cussed. A section follows on the “Rise 
and Decline of the National Labor Board” 
and a third section covers “The Labor 
Board System Complete.” The life his- 
tory of each important board is presented, 
the mass of decisions relating to Section 
7(a) is analyzed and digested, and the 
organization, procedures and functions of 
the labor board system as a whole are dis- 
cussed. 

The line of development between the 
work of the boards and the new federal 
legislation for the guidance of collective 
bargaining is indicated. It is the belief 
of the authors that a permanent gain to 
American experience in dealing with prob- 
lems of industrial relations has resulted 
from the work of these boards. 

This book is the sixth of a series of 
studies dealing with the NRA undertaken 
by the Institute of Economics under the 
direction of Leverett S. Lyon. a. PF. 





